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PREFACE
Many people are aware that there have been some
dramatic changes to rural society since 1984 with the advent
of the Labour Government's more-market policies. While many
are aware of change, few are able to give a precise account
of what has been happening because the changes are poorly
documented.
This report provides data which give an overview of
recent changes in New Zealand rural society, and it collates
the available official statistics in order to document some
of the national trends. Data from regional studies are
included to indicate some of the sub-national changes.
Professor A C Zwart
Director
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SUMMARY
This report reviews recent changes in rural society by
describing adjustments on the farm and in the rural
community. The financial position of farmers is described
and shows that restructuring has had differential impacts on
farmers and the farming sector. Farmers with a severe
equity crisis have been involved in a slow debt
restructuring process for which adjustment assistance has
not been generous. The management response is one of
reducing expenditure and, for some, undertaking new
management strategies and/or diversifying into new land
uses.
Rural services are no longer supplied as of right and
many are organised on a user-pays basis. Unemployment has
been rising steadily and shows high levels in rural areas.
Population change since 1986 is variable with some rural
areas having no change in number and some showing a decrease
in population. Rural areas do have changes in 'the
composition of the population. Average farm size continues
to decline and there now are more small farms of up to 100
hectares. The presence of corporate farms is suggested by
anecdotal evidence but does not show up in the official
statistics.
(ix)

CHAPTER 1
INTRODUCTION: ECONOMIC AND POLICY RESTRUCTURING
IN NEW ZEALAND
The objective of this paper is to review recent
changes in New Zealand rural society. The immediate context
is a dramatic change in economic policy since the incoming
Labour Government took power in 1984. The changes were a
response to longer-term pressures on the economy (Lattimore,
1987) and are seen by many economists as a necessary
consequence of earlier policies. While many of the policy
changes have had a wide impact, it is fair to say that they
had an early and major impact on the farm industry and rural
society. This paper attempts to review these impacts on
rural society by describing both the economic changes and
the broader social impacts. The focus is on farm-level
changes and on the rural community, but does not emphasise
the farm servicing industries. Most of the data are drawn
from official statistics at the national level and these are
supplemented with data from regional studies, typically from
the South Island.
The Labour Government in 1984 initiated a programme of
economic deregulation. The major changes in government
policy since 1984 have been:
1. Import licencing abolished and tariff levels
reduced.
2. Interest rates freed.
3. Exchange rate floated and foreign exchange
controls lifted.
4. Finance and banking deregulated.
5. Wheat, eggs, fluid milk, airlines deregulated.
6. State-owned enterprises created from government
departments with major reductions in state sector
employment.
7. A value-added tax (GST) introduced.
For primary production significant changes have been:
1. Interest rates on producer loans from the Rural
Bank raised to market rates.
2. Direct subsidies to inputs and outputs abolished.
3. Price supports severely reduced.
4. Marketing Boards forced to go to the private
market for seasonal finance (previously they had
access to unlimited lending from the Rural Bank at
one percent per annum).
5. A system of user pays introduced for all
information, research and rural extension
services.
( 1 )
6. Radically new
introduced.
\ '" I
livestock taxation scheme
The economic policy changes were an attempt to achieve
a less-regulated and less-insulated economy more attuned to
and responsive to international market forces (Johnson,
1988) . One objective has been to reduce inflation and
inflationary expectations. For the internal economy the
changes represent an attempt to achieve internal growth,
stability and employment by greater emphasis on market-based
efficiency criteria in the productive sector and less
intervention by government in private sector decision-
making. A major aim of the policy was to move towards a
profitable tradeable sector through complete alignment with
world prices.
For primary producers a major devaluation of the New
Zealand dollar led to a period of reasonable prosperity in
1984-85. Subsequently however, interest rates moved to high
levels and the floating exchange rate moved steadily
upwards. Very high real interest rates resulted in part
from government financing its internal fiscal deficit by
borrowing on the New Zealand market (Lattimore et al.,
1988). High interest rates attracted a considerable inflow
of funds from abroad at a period of low international rates,
and this flow prevented the New Zealand dollar from falling.
It is against this general background of rapid
economic change that farmers and the rural community have
had to adjust to a more-market economy. The first objective
is to examine the impact of these changes on farmers and
their financial situation. The next chapter briefly reviews
the main economic changes.
CHAPTER 2
DIFFERENTIAL FINANCIAL IMPACTS ON FARMERS
AND THE FARMING SECTOR
The first major impact on farmers was a drop in farm
income in 1985-86. Table 1 shows sheep and beef farm income
and expenditure from 1984-85 to 1988-89. The net farm
income figures show the level of income initially and then a
sharp decline in 1985-86. The N.Z. Meat and Wool Boards'
estimate for the current season, 1988-89, is for a slight
gain on the provisional results for the 1987-88 season (due
to improved world prices) . The real net income figure has
dropped significantly and has stayed low.
In addition to lowered income, continuing inflation
pushed up input costs. Table 2 shows sheep and beef farm
input prices, and these have increased in every year. The
increase for 1988-89 is low at 1.7 percent. Parallel to
these changes the CPI inflation rate has declined sharply
from a high at 18.9 percent in June, 1987 to a record low of
4.0 percent in March, 1989.
Table 3 shows the percentage allocation of annual farm
expenditure from 1976-77 to 1986-87, and interest is the
highest item. In fact, interest was the largest item of
expenditure in all years since 1975-76, but it reached its
highest relative level in the 1985-86 and 1986-87 seasons at
almost one quarter of all farm expenditure.
High levels of borrowing appear to be tolerable if not
acceptable to farmers when land prices are buoyant, as they
were before 1984. But a major economic impact of the
restructuring has been a fall in land values. Table 4 shows
rural real estate data, and for 1986 there was a decrease
in the number of sales and a decrease in the farmland price
index.
The above changes meant the farmers faced lowered
incomes, high interest costs, falling land values and
falling equity. All these changes occurred in a political
climate in which farmers no longer enjoyed their traditional
level of influence on government. The essence of the
financial problem for farmers is their lowered equity.
Borrowing money for expansion or development is acceptable
when land prices steadily increase because the ratio of debt
to total capital value is always declining. With land price
inflation the farmers equity is steadily improving. The new
regime since 1984 reversed this situation so that debt
increased as land values declined. The result is an equity
crisis for many farmers.
(3)
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Table 1
Sheep and Beef Farm Income and Expenditure
1984-85 to 1988-89
...__~_--,
1984-85 1985-86 1986-87 1987-88p 1988-8ge % Change
._----
Farm Income
----_._--"
Wool 46,954 42,400 47,657 54,500 59,800 +10%
Sheep 44,411 24,957 30,793 29,500 29,100 - 1%
Cattle 21,745 18,834 20,999 21,300 23,500 +10%
Other !.it.?J3. ~O,J}~ lJL§l~ t5.I1QQ !§,200 + 3%
Gross Farm
Income ~JJ~L~~.J tQ..6_1.Jl~ 1U.L~?7 !.?JrOOO 12_~L600 + 6%
Farm Expenditure
Fertiliser 14,146 8,201 9,279 8,700 10,700 +23%
R & M 9,387 7,142 6,179 6,500 7,500 +15%
Interest 17,736 21,509 22,619 24,500 23,400 - 4%
Other S.J..Il~~ 54.1J2~ S.3r1~1 5§.L!Q9 58,5QO + 4%
Total
Expenditure i.~Ji--L4J~ ~JL9?O 9L?10 ~~L80() 100.1 109 + 4%
NET FARM
INCOME $ 34,208 15,339 25,857 25,200 28,500 +13%
-------- ------ ------ ------ ------
------------ ------ ------ ------
Real Income1 11,346 4,477 6,466 5,716 6,170 + 8%
Index Real Net Income
(1975-76=1000 ) 833 329 475 420 455
Fert. Tonnes
Per Farm 53 26 29 27 32 +19%
Notes: p = provisional, e = estimate
1 = deflated by C.P.I. 1975-76 = 1000
The net income per farm (not per farmer) shown
required to meet drawings, tax, debt repayment,
purchase of capital items.
above is
and the
Source: NZ Meat & Wool Boards' Economic Service 7.3.89.
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Table 3
Percentage Allocation of Annual Farm Expenditure
For Sheep and Beef Farms 1976-77 to 1986-87
Farm Expenditure 76-77 77-78 78-79 79-80 80-81 81-82 82-83 83-84 84-85 85-86 86-87
Wages
Animal Health
Weed &Pest Control
Shearing Expenses
Fertiliser
Lime
Seeds
Vehicles
Fuel
Electricity
Feed &Grazing
Contract
Repairs &Haintenance
Cartage
Administration
Sub-Total Working
Expenses
10.5
5.4
6.5
10.0
11.4
2.0
5.8
12.1
4.3
3.3
10.3 10.3 10.2
5.1 5.2 4.9
7.4 7.3 7.5
12.1 11.2 12.8
11.1 11.0 10.8
2.3 1.8 1.5
4.7 4.8 4.7
10.5 11.4 12.0
3.0 2.9 2.6
3.4 3.4 3.2
9.8
4.5
8.1
13.1
11.2
1.7
4.9
11.2
2.5
3.3
9.4 8.5
4.4 3.1
2.1
7.8 7.4
10.1
13.2 0.6
1.9
4.4
10.9 5.8
1.1
2.0 2.3
4.4 4.3
11.2 10.0
2.4 2.5
3.2 3.2
7.4 6.7
3.5 3.6
2.4 2.3
7.2 6.8
10.3 12.0
0.3 0.5
1.9 1.9
4.2 4.6
6.0 6.1
1.0 1.1
1.8 1.9
4.9 4.3
9.9 9.5
2.5 2.8
3.1 3.3
6.6
3.6
2.6
7.5
6.7
0.3
2.0
4.4
6.2
1.1
1.9
3.9
7.9
2.6
3.9
6.4
3.8
2.3
7.3
7.9
0.4
1.9
4.1
5.1
1.3
1.6
3.8
6.8
2.6
4.2
59.4
Insurance &ACe Levies
Rates
Hanagerial Salaries
Interest
Rent
Sub-Total Standing
Charges
2.0 2.1 2.2 1.9 2.0
3.1 3.2 3.3 3.1 3.2
1.0 0.7 0.7 0.6 0.6
12.2 14.1 14.1 14.1 14.6
1.0 1.0 0.9 0.8 0.8
1.9 2.1
3.4 3.6
0.6 0.6
16.4 18.0
0.8 1.2
2.0
3.6
0.7
18.9
1.2
1.9 2.2 2.5
3.4 4.1 4.1
0.8 1.0 1.1
18.0 23.6 24.8
1.3 1.3 1.3
25.3 32.2 33.8
.- , .. - .._...._--_.,~ ... ~_.- .....
Total Cash Expenditure 90.7 91.2 90.5 90.6 91.4 91.9 92.8 92.8 92.7 93.3 93.2
Book Depreciation J!..L. ~_~_.-LJ i-L__~.L_.l.1_J-,L __. 7.2 ..__..I..} 6..7... 6.8
TOTAL FARM EXPENDITURE 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Source: New Zealand Heat and Wool Boards' Economic Service
Table 4
Farmland Sales Data, 1980-1987
No. of Total Average Sale Farmland
Half Year Freehold Open Sale Price Price Price Percent Turnover
Ended Market Sales ($ Million) ($ Thousands) Index Change Rate (%)
-----~-~.,~~----_._.-
June 1980 2376 321.8 135.4 1000 2.03
December 1980 2349 317.5 135.2 1091 + 9.1 2.02
J\.Ule 1981 2595 443.5 170.9 1305 +19.6 2.06
December 1981 2635 482.0 182.9 1531 +17.3 2.06
June 1982 2038 443.5 215.5 1828 +19.4 2.26
December 1982 1716 371.0 216.2 2014 +10.2 1.99
June 1983 U30 227.5 227.5 1989 - 1.2 1.50
December 1983 1385 268.2 193.6 2005 + 0.8 1.89
June 1984 1579 353.4 223.8 2084 + 3.9 1.84
December 1984 1498 329.0 219.6 2095 + 0.5 1.68
June 1985 1217 247.8 203.6 2137 + 2.0 1.35
December 1985 1370 305.4 222.9 2090 - 2.2 1.53
June 1986 882 166.8 189.1 2036 - 2.6 1.19
December 1986 1046 185.5 177.3 2016 - 1.0 1.24
J\.Ule 1987 1269 285.6 225.1 1914 - 5.1 1.36
December 1987 1479 313.1 211.7 1991 + 4.0 1.51
~--'_.'-~-"'~""--"-'.'----
Note: Price Index Base: Half Year Ended June 1980 =1000
Source: Valuation Department, Rural Real Estate Reports
The position of lowered equity is not evenly shared by
all farmers. Those who had borrowed heavily before 1984 now
have much lower equity, and there were often progressive
farmers who sought and took the earlier advice to borrow and
expand. In addition, there are some farmers who are not
sound financial managers and who faced difficulty adapting
to a more-market primary production economy. Consequently,
there is a range of indebtedness and some farmers with very
low equity.
A number of surveys show that at least five percent of
all farmers were or are in very serious financial trouble.
In 1984-85 six percent of sheep-beef farms had less than 50
percent equity, but by 1985-86 it was 24 percent (MAF,
1988). Of these 24 percent, five percent (1,100 farms) had
zero or negative equity. A survey of 3,800 clients of the
N.Z. Stock and Station Agents' Association, which focused on
farms whose debt servicing exceeded 30 percent of gross
income, showed losses averaging $12,000 for the 1987-88
financial year (The Press, 1988a).
( 8 )
Regional studies show the same differential impacts.
Pryde (1987) examined Canterbury farmers to find that about
six percent of farmers were in the critical "in trouble"
category, amounting to 300-400 farmers in the Province. In
addition, about 21 percent were in trouble but would
probably recover, 49 percent were struggling and 24 percent
were very sound. A recent regional study of a drought-
stricken South Island region in 1988 shows that 31 percent
or 92 farms have less than 20 percent equity and 32 percent
have 21-50 percent equity (Chappell, 1989). These 63 percent
of farms have 82 percent of total debt of all the farms in
the study area. This severe economic picture is not typical
but represents one of the worst areas, hit concurrently by
changed policies and severe drought. Chappell found that
financial difficulties were not related to size. He
recommends that the Rural Bank target competent farmers in
the 21-50 percent equity group with a debt restructuring
package.
The factors affecting the farmers in the Canterbury
study area apply to all New Zealand farmers, although
perhaps not with the same force. Low farm gate returns were
an almost immediate consequence of government policy but
restructuring or adjustment in the meat industry, labour
unions, Accident Compensation, and other areas is still
going on. Government policy impacts are not matched in off-
farm industries, nor have interest rates or the exchange
rate lowered sufficiently. Other sectors of the economy
have not been forced to adjust as quickly. It is accepted
by many rural people that it is this differential impact of
government policies which upsets farmers and they believe
that these policies, which seek laudable goals, have been
unfair in their impact. Farmers feel they have had to bear,
and are still bearing, the brunt of economic restructuring.
CHAPTER 3
RESPONSES TO THE EQUITY CRISIS
3.1 Introduction
The farm financial situation and its impacts have
varied across the range of farmers. However, for a small
but significant number of farmers the immediate problem is
their very low equity. It is this equity crisis which poses
a problem for the adjustment process in the primary sector.
The crisis becomes a problem when economic policy is
designed to enforce changes but the situation itself has no
easy remedy. The many parties involved in any acute debt
situation have no easy option to resolve the equity crisis.
In the following sections I review recent events and changes
as they occur on the farm.
3.2 Adjustment Assistance
Generally, there has been no rush of forced sales
because lenders prefer an orderly restructuring process, in
part encouraged by threats from farmers to protect their
struggling counterparts, and by farmers threats to destroy
property before being forced off their land. Government
officials have also said that no competent farmers shall be
forced off their land. The Rural Bank has suggested that it
will speed action against insolvent farmers. This statement
was made in September 1988 (The Press, 1988b) referring to
targeting its 500 "worst" clients in an attempt to encourage
them to leave the farming industry. In May this year the
Rural Bank made a similar announcement. Recent editorial
comment on the Rural Bank notes that foreclosure costs an
average $30,000 (The Press, 1989). The Banks' objective of
dealing with 500 cases per year appears to be aimed at
trying to sustain land prices.
The Rural Bank introduced a debt restructuring package
in 1986 whereby a proportion of existing loans was written
off while interest rates on the adjusted debt were raised to
market levels. This does not alter the farmers' cash flow
situation but offers some help for farmers to obtain
concessions from subsequent lenders in exchange for
increased security. By November 1988 the Rural Bank had
dealt with 150 of its worst 500 cases, and for 80 of these
selected cases steps had been taken to sell the property.
The Rural Bank offered a $20,000 exit grant for its worst
cases.
( 9 )
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A number of supports for farmers are available. Since
1983 Rural Guides have been available to assist farmers and
rural people in need of counselling. This is a programme
funded by the Ministry for Agriculture and Fisheries (MAF)
in which counsellors receive training before assisting
people affected by stress. Recently, the focus of this
assistance has been in South Island drought areas and the
programme has developed to meet the changing situation.
Support is also available from a Rural Trust to assist
farmers in difficulty. The Trust is an agency based on
private money, Federated Farmers, and government money.
From the Federated Farmers point of view the objective is to
help farmers stay on their land. However, for drought areas
and one kiwifruit locality, a "New Start Grant" is available
to help farmers exit from farming by giving them $45,000 to
begin a new life. The New Start Grant supersedes the Rural
Bank Grant and is available" to farmers who have no assets,
but not those who are bankrupt or where the creditor(s)
re£uses to write off debt. However, farmers who take the
grant are not compelled to leave their farm, and in one case
at least, a farmer has leased the land from the new
landowner. To date the total number of cases on the books
of the Rural Trust is 1,385, of which over one half are in
the drought areas. Not all cases will receive assistance.
At the least, the Rural Trust provides a free farm financial
appraisal.
In addition to the above farmer supports. there are
general welfare payments that farmers can take up. Farmers
have been entitled to Family Care payments since the the
Family Support Tax Credit and Guaranteed Minimum Family
Income schemes were introduced in 1986. However the
payments are relatively small, at $1,872 per annum for the
first child plus $832 per annum for every additional child.
Since 1988, farmers have been able to obtain Adverse Events
Farm Income Support of $180 per week for a married couple
with one child, plus $10 for each additional child in order
to buy food. In one drought area 833 farms out of 1,200
receive this support (Kevin Geddes, pers.com.).
Some regions have additional coordinators to assist
families in need by g1v1ng direct assistance or by
contacting the appropriate support agencies. Further, there
is help among rural community members as they provide other
assistance such as gifts among themselves.
In general, the pattern of response appears to be one
of slow adjustment. In my opinion, the structure of the
debt situation means that only slow adjustment is possible.
Some debts have to be written off and this is occurring in
ways that all parties (farmers, government, banks, private
lenders) bear some of
land on restructured
observable yet.
(11)
the loss.
farms, but
In some cases banks own
no systematic pattern is
3.3 Management Changes
Sheep and beef cattle production has, in general,
become more extensive and farmers have cut back expenditure
on working expenses. Table 3 shows the decrease in the
proportion of working expenses after 1984-85 as the
proportion spent on standing charges increased.
Expenditures were cut back in many areas. Farm labour has
been replaced by family labour in some cases. Fertiliser
application also declined sharply, as shown in Table 1, and
in Table 5 below. Many commentators believe that the
decline in fertiliser application is a threat to long-term
productivity.
Table 5
Manufactured Fertiliser Sales
Tonnes
1980-81
1981-82
1982-83
1983-84
1984-85
1985-86
1986-87
1987-88
1,977,245
1,941,292
1,652,413
1,839,024
2,012,589
1,122,389
1,021,959
1,092,530
Source: MAF, Situation and Outlook
While for many farmers the response has been to reduce
expenditure, others diversified their production into new
areas. These developments occur in part at least on
pastoral farms and Table 6 shows recent changes in livestock
numbers. Dairy cattle numbers are unchanged and deer and
goats continue to increase rapidly. In 1986, a regional
survey of farmers showed that deer, goats, horticulture and
trees were new land useS undertaken by 53 (14 percent) of
respondents (Fairweather, 1987).
(12)
Table 6
Main Categories of Stock Numbers, 1972-1989
(Millions)
Dairy Sheep Beef Deer Goats Pigs
____e. e ____
-_....._._--
1972 3.289 60.883 5.34 0.477
1975 2.998 55.320 6.29 0.422
1978 2.911 62.163 5.51 0.473
1981 3.134 69.884 5.11 0.109 0.068 0.420
1984 3.246 69.739 4.531 0.258 0.230 0.436
1987 3.195 64.244 4.804 0.500 1.054 0.425
1988 3.200 64.601 4.858 0.606 1.301 0.414
1989(E) 3.274 63.800 4.830 0.738 1.627
'-~'-~-""'~.-._-----~-~_..., .......
Sources: Agricultural Statistics, MAF (E = estimate)
The regional survey shows that farmers generally adopt
one of three management strategies. The "Financial Manager"
emphasizes market prices, production per labour unit,
planning and financial management. The "Productivity
Increaser" emphasizes production per unit area and
increasing size. The "Individualistic Worker" emphasizes
control over farm work and likes physical work outdoors.
These three approaches to management reflect the historical
sequence of management in New Zealand farming. Initially,
pioneering farmers relied on independence and hard work.
After World War II, farmers adopted a productivity ethos and
were encouraged to maximise total production (Le Heron,
1989a). Since 1984, many farmers have to become financial
managers and adapt to the prevailing conditions in order to
return a profit. Astute financial management becomes
important for survival in the current economic climate. It
is now the era of the financial manager, although other
types of farmer will survive on debt-free farms.
Regional research on some South Island farmers shows
the extent to which farmers have changed their management
systems (Fairweather, 1987; 1988) (Strathallan County, 1989).
Table 7 shows responses to five options from farmers in
three random sample surveys in three (th!!_~:rE:!n~ locations.
These data can only be seen as suggestive of changes over
time because there is no control of regional differences.
However, all three regions feature pastoral production;
Clutha and Southland Counties are close together and are
quite similar, while Strathallan County is in a dry region
and recently has had severe drought.
(13)
Table 7
Management Strategies (Percentage)
Clutha Southland Strathallan
County County County
Aug. '86 Aug. '88 Mar. '89
Have to change and diversify
into new types of production
8}(32) 12} 21}Have to change and adjust (34) (48)
present farm system 24 22 27
No choice but to stay with
present farm system 40 35 21
Present farm system is quite
adequate 25 28 29
Have a look for ways out of
farming _4c 2 2
100 100 100
In August 1986 about one quarter of the surveyed respondents
say that they have to change and adjust their management and
40 percent say they have no choice. For the 1988 survey
roughly similar proportions have changed or adjusted their
management system. However, there is a five percent drop in
the group who believe they have no choice but to stay with
their present farm system, and there are four percent more
who say they have to change and diversify. Thus, after two
years there has been more response to the changed economic
situation. These data suggest that many farmers are making
considerable adjustment to their management. At all times
there is about one quarter whose present farm system is
quite adequate. Also suggested by these data is that the
drought has been a major factor which may have enforced a
greater degree of change in Strathallan County.
A number of innovations have been discussed among the
farming community and many have been adopted. In addition
to deer, goats and horticulture there are some farmers who
have adopted all-wool farming in Which sheep are managed
solely for wool production with breeding only to replace
cull stock. A market for live sheep exports has developed
and expanded. More unusual innovations are developing. For
example, there is research on sheep's milk cheeses, and by
1988 a new mobile slaughterboard in Canterbury had processed
4,000 sheep. Not all ideas are taken up; indexed mortgages,
(14)
in which interest rates are
Index, have been discussed
institution.
3.4 Psychological Changes
linked to the Consumers' Price
but not adopted by any lending
Changes in government policy have led to acute
financial stress for many farmers. In observing reactions
to stress, one can see that there is a pattern of changing
responses similar to the human reaction to death with its
attendant grieving process. Some of the main steps are:
denial, anger, blame, depression and acceptance. For many
farmers the first years of the affects of changed government
policies were not accepted and they hoped that either there
would be a policy reversal or that at the election in 1987,
a new government would ease the impact of change. Few
farmers could criticise the policies themselves because they
fitted well with the liberal ideology which farmers have
traditionally supported, but in practice did not follow.
Federated Farmers published a "more-market" manifesto to the
1984 election. From this difficult position farmers have
had to support the aim of the policies but plead for
fairness in their application so that other sectors of the
economy, especially manufacturing and labour, should have to
face the same degree of change.
After initial denial and anger a measure of acceptance
of the changed circumstances for farmers began to prevail.
By 1988 a number of rural crisis seminars were held in the
main South Island centres in which farming leaders and
speakers addressed the issue of farming profitability. It
is significant that at these very well-attended meetings
farmers did not press for changes in policy, but accepted
the reality of their new economic environment. Table 7 in
the above section supports this view because by 1988 and
1989 the data suggest that many farmers have adopted
responsive management strategies. However, farmers with low
equity are not in a position to be responsive, and for these
farmers the process of adjustment is very stressful.
A number of reports document this stress and possible
responses to it. In 1987 Elvidge published results of a
survey of stress in rural South Canterbury (Elvidge, 1987a).
(This area was subject to drought· in 1984-85 and again in
1988-89.) Elvidge (1987b) has also discussed the mental
health response to agricultural restructuring. In 1988 a
private counselling agency had produced a booklet on rural
stress (Elvidge, 1988) designed as a discussion aid for
self-help groups in rural areas. By this time the topic of
counselling had become a more accepted part of the rural
community and about 1,500 copies of the book have been sold
and presumably some have been photocopied. Stress has been
the focus of a study of dairy farmers, and a report showed
that established farmers feel more stress than young farmers
(15)
(O'Driscoll et al., 1988). However, not all dairy farmers
sought social support as a means of managing stress.
The presence of drought in the South Island
complicates the adjustment process because it confuses the
origins of stress. It is always possible that policies
aimed at drought-hit farmers may be used by farmers who have
prior financial problems. But then apparent financial
problems may be due to the impact of earlier droughts as
early as 1982, which have slowly run down physical reserves
(feed, grain, lower stocking rates, run-off blocks) or
financial reserves (cash, off-farm investments, disposable
assets) .
While stress is recognised more widely now, it is
still the case that the culture of male farming makes it
difficult for farming men to seek help. Further, many
farmers hold on to hopes for improved product prices,
lowered interest rates, improved weather, government
assistance or new policies in 1990. For those farmers with
zero equity it may very well pay to wait and hope, but in
the meantime suffer the anxiety of not knowing what the
outcome will be.
3.5 Summary
Current economic policy has led to an equity crisis
for some farmers. The Rural Bank as the largest lender to
farmers has been caught up in trying to resolve the
situation by restructuring debt. It appears that typically
all parties are involved in the debt adjustment process. The
available assistance for farmers is not generous and the
adjustment process is slow. The management response is one
of reducing expenditure and, for some, undertaking new
management strategies and/or diversifying into new land
uses. Underlying all the recent responses to the equity
crisis is the fact that some farmers are the focal point of
adjustment pressure and they, and the personal or business
people that are related to them, are in a very stressful
position.

CHAPTER 4
BROADER IMPACTS ON RURAL COMMUNITIES
4.1 Introduction
The above discussion has focused on farm-level
changes, and now I move to changes in the rural community
generally. At this level I give emphasis to demographic,
structural, and social factors in order to illustrate the
current changes in rural society that have resulted. from
economic and policy restructuring. The following sections
start with the more immediate impacts caused by changes to
government departments and then move to the larger-scale
impacts on population and farm structure.
There has been change in the rural service sector, and
although not documented here, these changes are a major
factor in understanding the farm sector as a whole.
Typically, it appears that those businesses that supply farm
inputs and handle farm outputs have quickly rationalised
their operations, centralised, and decreased the number of
their locations. One consequence of these changes is
redundancies in rural areas. While the stock and station
agents have retreated, in some places local garages have
diversified and now supply a wide range of goods. While the
topic of the farm service sector needs further attention, at
present I consider other aspects of rural society. Of
initial interest are those impacts that derive from changes
in government organisation.
4.2 Government Restructuring (Corporatisation)
A number of government policy changes are relevant to
understanding recent changes in rural society. Government
has clarified the distinction between public service
departments (regulatory and social functions) and trading
enterprises (Yearbook, 1989). The significant step was to
establish several state-owned enterprises from former
government departments. The main objective of these changes
was to increase productivity in the public sector and to
return a dividend to the taxpayer (Boston, 1987). Figure 1
shows the origin of both corporations and new government
ministries, and it includes a list· of other state-owned
enterprises which have some impact on rural areas.
Land Corporation now farms and develops land on a
commercial basis, no longer assisting farmers onto new farms
as the Department of Lands and Survey once did. Forestry
Corporation has rationalised its organisation and shed
labour from many of its operations and caused considerable
(17)
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Figure 1: Changes in Government Departments
LAND CORPORATION IL Land development Pastoral leaseholdFarming administration IDEPARTMENT OF LANDSDEPARTMENT OF Residual Crown LandLANDS AND
'\ Land policySURVEY DEPARTMENT OF SURVEY AND LAND INFORMATIONSurvey Land Information
Mapping
DEPARTMENT OF CONSERVATION
Conservation advocacr Recreation
. Management of protec ed management
areas National parks &
Maritime reserves reserves
Marine mammals Wildlife ICoastal waters & seabed Historic places
MINISTRY OF FORESTRYI NEW ZEALAND I. Ministerial advice Regulation
FOREST SERVICE~ Research Planning
FORESTRY CORPORATION
IExotic production ProcessingIndigenous production Marketing i
MINISTRY FOR THE ENVIRONMENT I
Ministerial advice on resource management I
. and use~EnSUrinq all views are qiven due weiqhtGiving effect to the treaty of Waitangi I
COMMISSION Environmental impact of development proposals I
FOR THE
ENVIRONMENT ~ PARLIAMENTARY COMMISSIONER FOR THE '
ENVIRONMENT
Independent investigation and reporting
to parliament
jPublic review
MINISTRY OF
AGRICULTURE
AND FISHERIES
Internal reorganization with commercial
activities belng distinguished and
greater regional autonomy. Some
functions transferred to new departments.
WORKS AND
DEVELOPMENT
SERVICES
CORPORATION
State-Owned Enterprises: Coal Corl>.
Electriclty Corp.
N.Z. Post Ltd.
P.O. Bank Ltd.
Telecom
Source: Warren Moran, Professor of Geography, University of Auckland
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dislocation in rural areas. In fact, the corporations have
adopted a hard-nosed economic policy in an attempt to
maintain viability and have unhesitatingly shed labour where
they have believed this to be necessary. Further, the
necessity for economic viability coupled with the
flexibility to perform their function as they see fit, means
that services delivered to rural areas have been cut back or
are under threat. For example, post offices throughout New
Zealand, in both urban and rural locations have been closed
down in an attempt to make the postal service more economic.
The postal function is now provided by local shops. Postbank
services have been reduced in a similar manner and Telecom
is reducing subsidies to rural telephone services. Rural
people currently are fearful that existing daily rural mail
delivery may be reduced in future. In general, for rural
services, the costs of distance means that all services come
under scrutiny. Electricity is expected to cost more for
distant users (MAF, 1989). Even education faces similar
threats because as some school rolls decline there are
increasing pressures to centralise school locations.
Postbank, which was separated from postal services,
has since been sold to ANZ Bank, and currently the Rural
Bank is up for sale. However, Government is now considering
the possibility of re-introducing Postbank to some isolated
rural communities, in recognition of the inconvenience
caused by absence of banking. In many communities the local
publican has become a 'banker' by cashing cheques for local
residents.
A survey of needs in Strathallan County shows that
rural residents rank communications (roads, 'phone, mail),
general services (bus, library and police) and health as
their most important needs (Strathallan County, 1989). They
also want their County council to take action in these areas
and help reduce unemployment. While they believe farmers
should receive additional resources from the Council, more
residents believe that the unemployed and youth should
receive additional resources. These data suggest that among
the rural population there is more concern about
unemployment than farming.
4.3 Unemployment
A result of the change in economic policy has been
high levels of unemployment and it appears that low
inflation has been achieved at the expense of unemployment.
Up to 1976 the national unemployment rate was negligible but
by 1981 it was significant. Table 8 shows the Household
Labour Force Survey unemployment rates since December 1986,
using a definition following the ILO guidelines so that it
is comparable with international measures. The data show an
increase to 1989, with most of the increase in the last two
years.
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Table 8
Unemployment Rate 1986-1989
1986
1987
1987
1987
1987
1988
1988
1988
1988
1989
---------_..._------------
%
3.9
4.1
4.1
3.9
4.1
5.0
5.3
6.1
6.0
7.4
December
March
June
September
December
March
June
September
December
March
Source: Household Labour Force Survey,
Department of Statistics, Wellington
Table 9 shows the number of welfare benefits received
as at 31 March for unemployment and domestic purposes since
1982. Unemployment benefits have increased four-fold in
seven years, and the urban-rural split shows a slight
increase of two percent since 1985 for rural areas. This
means that both the absolute and relative number of rural
unemployment benefits received has increased recently.
Regional studies of rural unemployment (Fairweather,
1988) (Strathallan County, 1989) show that unemployment rates
were similar to official national levels. However, the
jobless rate, including the official unemployed and the
discouraged workers, is higher than the national level at 13
percent of the total workforce. These results are
consistent with international research showing that official
rates in rural areas are typically low, but that the actual
rural unemployment rate is higher than in urban areas. It
is likely that rural areas have absorbed some unemployed
people on farms, presumably in an unpaid capacity, and there
is a greater chance that they will remain unregistered. It
is possible that these regional studies underestimate
current unemployment rates where unemployment is defined to
include self-employed farmers who receive Adverse Events
Family Income Support, available since November, 1988.
(21)
Table 9
Welfare Payments for Urban and Rural Areas, 1982-19891
Year Urban Rural 3 Total % Urban % Rural 3
Unemployment a~n~d~E~m~e~.rge~cy
1982 19,887 12,532
1983 31,602 19,036
1984 31,073 19,049
1985 2 22,759 13,5981986 22,292 20,243
1987 38,170 25,752
1988 51,056 35,726
1989 73,628 49,935
Benefits
32,419
50,097
50,122
36,717
49,535
63,535
86,782
123,563
61
62
62
62
59
60
60
60
39
38
38
38
41
40
40
40
Qomes~j..~R~~~~~£l_Il-<LJ~:m~rg_~Jl,~Y-__~~.D,~!i ~§
1982 28,647 14,637 43,284 66
1983 31,334 16,677 48,011 65
1984 34,353 18,722 53,075 65
1985 36,106 20,390 56,496 64
1986 35,593 22,943 62,536 63
1987 43,172 25,955 69,127 62
1988 46,280 28,569 74,849 62
1989 52,177 33,436 85,613 61
34
35
35
36
37
38
38
39
Notes: 1. Number of benefits as at 31 March.
2. 1986 unemployment and emergency benefit is for
the June year.
3. Rural based on non-city post codes.
Source: Welfare Department
4.. 4 Population
The prevailing view among rural people in particular
is that the rural population is declining in response to the
economic changes. The available data refute this view. At
best what can be said is that there is regional variation in
net population change over and above internal and external
migrations. There are also variations in farm and non-farm
changes, but these are not well-documented.
The following data incorporate changes from before
1984 in order to put the recent changes in perspective, and
the focus is on aggregate change. The dominant trend in
population change this century is urbanisation. For much of
the present century most of the population has been urban,
and since 1926 there has been a steady increase in urban
population (Table 10) although the rate of urban growth
declined in the late 1970s. From 1976 to 1986 there has
been little change in the proportions of urban and rural
people. Rural people are defined as those living in areas
with 1,000 people or less, and thus include both farm and
non-farm populations.
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Table 10
Urban-Rural Population 1926-1986
Population Percentage Change
Urban % Rural % Urban Rural
1926 958,625 68.4 443,049 31.6
1936 1,071,405 68.3 497,708 31.7 11.8 12.3
1945 1,233,861 72.6 465,284 27.4 15.2 -6.5
1951 1,431,553 74.0 502,041 26.0 16.1 7.8
1956 1,634,346 75.3 553,268 24.8 14.1 6.6
1961 1,874,485 77.8 534,934 22.2 14.7 -0.1
1966 2,152,751 80.6 519,357 19.4 14.8 -2.9
1971 2,368,475 82.9 489,010 17.1 10.0 -5.8
1976 2,622,695 83.9 502,428 16.1 10.7 2.7
1981 2,660,929 83.9 510,462 16.1 1.4 1.5
1986 2,768,604 83.8 535,107 16.2 4.0 4.8
Source: Rural Population Statistics, Series A, Report 3,
Department of Statistics, 1988
Despite the steady decline of the proportion of
population living in rural areas between 1926 and 1976, the
absolute number of rural residents increased slightly and to
1986 has increased significantly. By 1986 the total number
of rural people was significantly more than in 1926. This
long-term upward trend shows declines in 1936-45 and 1956-
71. The former break is possibly related to the termination
of Depression Relief schemes and wartime industrialisation
(N.Z. Rural Profile, 1983). The latter break is possibly
related to the sharp decline in farm numbers that occurred
over the same period.
Since 1971 there has been a steady increase in both
the rural and urban population. Between 1976 and 1981 the
rural growth rate was marginally higher than the urban
growth rate. Table 10 shows that the rural population
increased by 4.8 percent to 1986. Table 11 shows revised
data for 1981 and 1986 and an estimate for 1987, indicating
that the rural and urban gain to 1986 was identical at 4.2
percent. The same trend continues for the estimated 1987
population.
(23)
Table 11
Revised Urban-Rural Population 1981-1987
Urban
Population
% Rural %
Percentage Change
Urban Rural
1981
1986
[1987
2,657,849
2,768,761
2,779,100
83.7
83.7
83.7
513,542
534,950
537,100
16.2
16.2
16.2
4.2
4.6
4.2
4.6]
Source: Demographic Trends 1988, Department of Statistics
Note: The data are revised according to changes in
population, so that where a rural area increases
in population to over 1,000 it becomes a minor
urban area
The above data disguise regional variation in total
population change. Analysis of population change between
1976 and 1981 for each local government region shows that
Taranaki, Wanganui, Wellington, Wairarapa, West Coast,
Canterbury, Aorangi, Coastal North Otago and Southland all
experienced absolute declines (Planning Council, 1989).
This inter-censal period had the lowest gain in total
population of 1.4 percent (see Table 10). However, for the
1981 to 1986 period only Aorangi and Southland recorded
absolute population declines. The decrease in the former
region was due to winding down of hydro-construction work
and in the latter due to decline in manufacturing (Planning
Council, 1989). In both areas there were severe effects of
government economic and policy restructuring.
Other regional changes in population can be found by
focusing on county-level changes. Using preliminary results
from the 1986 census Cant (1986) identified counties with
population increases and counties with population decreases,
both relative and absolute, by comparing each rural county
with the total population increase of 4.2 percent. The
results show that rural population increase was strongly
concentrated along the North Island coastline between
Opotiki County in the Bay of Plenty and Mangonui County in
Northland. Twelve of the 26 counties and districts with
population increases substantially higher than New Zealand
as a whole were located there. In the South Island there
was an area of growth on the north-west (Golden Bay, Waimea,
and Buller counties) and some localised areas of growth in
Lake County (Queenstown)
Clyde) .
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and Vincent County {Cromwell and
The areas of decline were more widespread. Most rural
counties in central and southern North Island lost
population. In the South Island this pattern of decline was
even more widespread, with the number of areas recording
absolute decline outnumbering those with relative decline
by two to one.
The population data to 1986 show that while the total
rural population has increased slightly there is a
pronounced unevenness in rural population changes. While
some counties experience large population increases, most
were experiencing population declines. Population growth is
due possibly to economic developments such as tourism,
construction, or horticulture or is due to non-economic
factors such as climate and environment preferences (Cant,
1986). Population decline is due possibly to changes in
primary production or the lack of on-farm employment in
rural areas.
The decline in total population in Aorangi and
Southland between 1981 and 1986 makes them important
indicators for the future because they were the only regions
in New Zealand to show a decline. Recent research
(Strathallan County, 1989) shows that between 1986 and 1988
the total rural population of Southland has not changed, but
that the small town population has declined while the rural
area population has increased. A recent survey in part of
Aorangi, suggests that the rural population has declined by
approximately two percent between 1986 and 1989
(Fairweather, 1989). These regional surveys suggest that
the total population decreases between 1981 and 1986 may be
slowing down. Further, there is not widespread rural
depopulation in response to economic restructuring.
However, there are some compositional changes in the
population. The surveys also show that there are fewer
people between the ages of 15 and 30 years and more people
in the older and younger age groups. In support of this
finding is anecdotal evidence from rural communities which
shows that many young people are going to Australia and
working in the rural sector there. Also found in the
surveys was an increase in the number of people who were
self-employed and a decrease in the number of wage and
salary earners. Another rural adjustment phenomena is an
increase in the number of rural domestic purposes benefits
(DPB) paid. Table 9 shows an overall increase in DPBs since
1982, and an increase of four percent in the rural number.
Not only is there a greater rural proportion of DPBs
received, but the absolute rural number has increased
recently so that the number of benefits received has doubled
in seven years. Rural people are very conscious of this
change and there are signs of antagonism between
"productive" farmers and "consumptive" beneficiaries.
(25)
4.5 Farm Structure Changes
One element of farm structure change that can be
described relatively easily is farm size. Generally, since
the late nineteenth century until the present there was a
large average farm size in 1881, a decline to 1956, then an
increase to 1971. From 1956 to 1971 the average farm size
increased rapidly to about 266 hectares, and since 1971 it
has decreased. The change from 1956 to 1971 reflects a
dramatic decrease in farm numbers: a decline of about 20,000
or about 1,300 farms each year.
Recent changes in average farm size show a decline.
Generally, the sequence of data in Table 12 shows that since
1971 there has been a steady increase in the number of
farms. To 1988 there has been a gain of almost 10,000 farms
over 17 years, or about 588 farms each year. The increases
were slow at the beginning of this period but picked up by
1981 to 1985 and then slowed down. The area of land
occupied by these farms has declined very slowly. Figure 2
shows a graph of the average farm size in hectares using the
data from Table 12.
Table 12
Number and Area of Farms from 1972 to 1988
No Area Average
1972 61,327 16,308,600 266
1973 61,270 16,206,000 264
1974 61,207 16,176,100 264
1975
1976 61,688 16,110,800 261
1977 61,940 16,116,570 260
1978 62,171 16,027,679 258
1979 62,672 15,853,289 253
1980 63,985 15,968,810 250
1981 65,328 15,998,584 245
1982 64,976 15,939,017 245
1983 66,263 15,899,179 240
1984 67,732 15,787,443 233
1985 69,217 15,731,409 227
1986 70,081 15,697,612 224
1987 70,444 15,672,538 222
1988 70,521 15,491,256 220
Note: Data adjusted to exclude idle land, other land and
plantation
Source: Agricultural Statistics
Figure ~
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Changes in government policy appear to have slowed
down the rate of increase in the number of farms. In part,
this is due to a temporary slowing down of property
transactions in the rural real estate market as people
adopted a wait and see attitude. However, as Table 4 showed
(Chapter 2) farmland sales slowed significantly for one six
month period and then increased to levels a little below the
1984 level. Perhaps the pre-1984 subsidies assisted
intensification and this process is now slowly reversing.
Table 13 shows farm size distribution data from 1972
to 1987 in three-year intervals. Each cell in Table 13
shows the change in absolute number and this change as a
percentage. An asterisk marks those cells showing a
decrease in number. Generally, there have been rapid gains
in the number of farms in the small size ranges (less than
20 hectares). From 1972 to 1981 there have been declines in
the three size ranges between 40 and 199 hectares. Since
1981 there have been declines in the number of farms in the
larger ranges of 100 to 1,999 hectares. Generally, since
1981 there were fewer large farms and more small farms, and
this is different from the early 1970s when there was an
increase in the number of both small and large farms.
Up to 1984 there was movement of land out of the mid-
sized ranges into the small sizes, and this movement
resulted in the decrease in average farm size. Since 1984
the movement has been out of the large farm size ranges into
a broader range of small sizes, up to 100 hectares. The
result has been to slow the decline in averag~ farm size.
Table 13 also shows changes between 1985 and 1988 in an
attempt to monitor recent changes. For this latest three
year period the post-1984 trend continues with lower
increases in very small farms and identical increases for
the 40 to 99 hectare size ranges.
Table 13 also shows changes in the main types of
farming. The right hand column shows that horticultural
farms have increased rapidly in number, and since 1984 on
large units up to 199 hectares. Dairy farms and sheep-beef
farms shared contrasting fortunes between 1972 and 1987 as
the former tended to decline and the latter tended to
increase in number. However, between 1985 and 1988 dairying
advanced as sheep-beef declined. The numbers in the dairy
size ranges show declines in the 20 to 99 range as dairying
expands on larger units.
Perhaps the main factor in these recent structural
changes has been the growth" in new land uses (horticulture,
deer and goats) which can occur on farms smaller in size
than the typical sheep-beef farm. These new 'medium-sized'
farms could be derived from subdivisions of existing farms
or by amalgamation of two or more small farms.
Table 13
Changes in Number of Farms. 1972 to 1988. for Each Farm Size Range and by Major Farm Type
,----------_._-- ----------_.,--_.-..--------_.__.,-...-..._, ...,....-_._----~-------_ ..._._--,_...._..,_...--~-_.__ .~..~--
<5 5-9 10-19 20-39 40-59 60-99 100-199 200-399 400-799 800-1199 1200-1999 2000-3999 } 4000 Total
No. % No. % No. % No. % No. % No. % No. % No. % No. % No. % No. % No. % No. % No. %
______..,_._.. ,.._., .•_ ....._._ ... ~.__,_.. ,.__,.._ ..~__ .,~ ~_...... ...,.,.... _., .. ....'.n~..'______ __•., _
1972-1975 D + 2 2 - 30 14 -142 30 -922 30 -837 16 -135 2 + 211 7 + 75 11 - 10 9 - 5 - + 1 - 0 - 0 - -1763 9
SIB + 548 68 + 557 48 +356 23 +247 11 + 55 3 -305 9 - 610 8 +107 1 + 66 2 + 27 2 +32 4 + 9 2 -10 2 +1079 3
H + 396 28 + 196 25 + 26 4 + 57 14 + 13 10 + 25 22 + 37 61 + 8 - - 3 - + 1 - - 1 - - 1 - 0 - + 845 25
T +2788 102 +1682 62 +889 27 - 88* 1 -506* 6 -265* 3 - 375* 3 +172 2 +156 4 + 59 5 +64 7 +36 7 +72 14 +4274 7
------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
1975-1978 D - 22 20 - 22 12 - 55 16 - 469 22 -306 7 - 90 2 - 5 0 - 70 9·- 10 8 - 6 - + 1 - 0 -. 0 - -1064 6
SIB + 159 38 + 328 19 +143 8 +~13 8 + 8 0 -108 3 - 984 14 + 84 1 - 19 0 + 7 1 - 1 0 +15 3 - 4 1 + 364 1
H + 28 2 +. 132 14 +132 19 + 22 5 + 2 1 - 3 2 - 12 12 - 9 - + 2 - - 1 - 0 - + 2 - 0 - + 252 6
T + 951 17 + 880 20 +427 10 + 66 1 -159* 2 -179* 2 - 2tt* 2 +118 1 - 9 0 + 2 1 + 4 0 +19 3 - 5 1 +2338 3
------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
1978-1981 D - 3 4 - 39 23 - 30 11 - 271 16 -443 10 -279 5 - 37 1 + 31 4 - 13 11 - 0 - - 1 - 0 - 0 - -1146 7
SiB +1379 74 + 981 48 +737 36 + 469 17 +560 28 +342 11 +1094 17 +420 5 +299 8 + 49 4 -77 9 +1 0 -10 3 +7848 23
H + 129 8 + 277 25 +197 24 + 157 33 + 51 34 + 21 16 . + 16 19 - 1 - + 4 - 0 - - 1 - - 1 - - 1 - + 815 18
T +1242 19 + 966 18 +704 15 + 434 7 - 28 0 -187* 2 - 92* 1 + 59 1 + 2 0 + 27 2 +14 1 -16 3 11 2 +3114 4
~
------------------------------------------------------------------------------------------------------------------------------------------------------------------------------ 00
1981-1984 D + 133 160 + 128 100 + 99 40 + 41 3 -102 3 +107 2 + 161 5 - 18 2 + 7 7 - 2 - + 2 - 0 - 0 - + 621 4
SIB - 414 13 - 426 14 -364 13 - 66 2 -437 17 -694 20 -1120 16 -724 9 -472 11 -141 11 +34 4 -50 10 -17 4 -5311 13
H + 537 30 + 607 44 +146 14 + 108 17 + 59 30 + 13 8 - 6 6 + 11 - - 4 - 0 - 0 - - 1 - + 1 - +1782 33
T +1328 17 +1342 25 +975 18 +5077 8 0 0 - 42 0 - 160* 1 +103 1 + 56 1 - 35* 3 - 1 0 -22* 4 - 5* 1 +4118 6
------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
1984-1987 D + 32 15 + 5 2 + 18 5 - 27 2 -148 4 -122 2 - 86 2 + 7 1 + 9 - + 2 - - 2 - 0 - + 1 - - 316 2
SIB + 401 14 + 324 12 +252 10 + 283 9 + 70 3 + 76 3 - 266 4 -237 3 -137 4 - 62 6 +33 4 -31 6 - 4 - + 655 2
H + 283 12 + 336 17 +458 39 + 162 21 + 54 21 + 54 32 + 34 35 + 11 27 + 2 - 0 - 0 - 0 - 0 - +1125 16
T +1337 15 +1131 15 +876 14 + 809 11 +166 2 +124 1 - 79* 1 + 41 0 - 38* 1 - 7t* 6 -tOt 4 + 4 1 + 6 1 +4163 5
------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
1985-1988 D + 125 53 + 42 14 + 90 26 - 14 1 -172 5 -188 3 + 35 1 + 82 . 11 +38 35 + 3 - + 1 - 0 - 0 - + 42 1
SIB - 49 2 - 100 4 - 76 3 - 81 2 - 93 4 - 58 2 - 89 2 -201 3 -118 3 - 44 4 - 5 1 + 3 - -23 6 - 925 3
H + 426 18 + 462 22 +280 18 + 245 30 +106 38 +161 90 + 202 169 + 47 130 + 22 275 + 1 - 1 - 0 - 0 - +2083 28
T + 985 10 + 988 12 +754 11 + 756 10 +142 2 + 67 1 - 31* 0 -161* 2 - 34* 1 - 55* 4 -2t* 2 2 0 -11t* 19 +3255 4
___________________". • . .~ _~ ~ "' " ..__." " ••..__ .__.._ .._ " .. __._ _ _..•.. ·.•~._ _·.·.. ,~.·, •• _ •.•"n _ " .. ·..__ .~.~....,.'"~._._, _ .- .. .•_,.~_ ,._._._,_, " _.__' _._~~
Source: Agricultural Statistics
Notes: D= Dairy. SIB = Sheef-beef. H= Horticulture and T = Total
(29)
4.6 Smallholdings and Population
It is possible that the increase in the number of
smallholdings (farms less than 20 hectares, but latterly
farms less than 40 hectares) between 1972 and 1988 is linked
to rural population change, as shown in Table 14.
Table 14
Change in Farm Numbers and Rural Population
Farm Numbers Rural Population
1951-71
1971-76
1976-81
1981-86
-25,348
+ 361
+ 3,640
+ 4,753
1956-71
1971-76
1976-81
1981-86
-46,258
+13,418
+ 8,034
+24,645
The data show a coincidental relationship between farm
numbers and rural population for all periods except 1972-76.
(Changes to the way farm numbers were counted since 1971 may
account for this anomaly). Current trends of steady
increase in smallholdings suggest that rural population will
increase in those regions where subdivision occurs.
Debate in the literature on the political economy of
farms in capitalist societies focuses on either the
subsumption of family farms (owner-operator farmer on
freehold land) to the wider economy (either national or
international) or the ability of family farms to resist
complete integration into the economy (Green and
Fairweather, 1984). The present environment in New Zealand
provides an excellent opportunity to examine these
questions. The economy is deregulated and farmers are more
exposed to the international economy so it can be expected
that developments of either type should be observable and
significant. Proponents of either view can be found in
current New Zealand research. The discussion in Chapter 3
suggests that the "Financial Manager" is a new type of
farmer who is integrated more closely into the economy.
However, it is likely that in future, traditional family
farms will persist alongside corporate farms (separation of
(30)
Table 15
Main Types of Ownership of Farm Land, 1972 to 1988
(As Percentage of Total Number)
Private Registered
Company Individual Partnership Trust
1972 8.5 64.7 21.4 2.8
1973 9.2 66.5 18.9 2.8
1974 9.7 62.6 23.0 2.5
1975 9.7 64.2 22.9 2.5
1976 9.8 61.3 23.9 2.6
1977 10.0 58.7 26.5 2.5
1978 9.9 57.4 27.6 2.8
1979 9.7 56.6 28.7 2.8
1980 9.5 55.9 29.4 3.0
1981 9.8 53.1 31.7 3.0
1982 9.3 52.2 33.6 3.0
1983 8.9 51.5 34.6 3.0
1984 9.2 48.7 37.1 3.2
1985 9.2 46.6 39.1 3.4
1986 8.9 45.1 40.5 3.5
1988 8.2 47.0 40.1 3.0
Note: No data available for 1987
Source: Agricultural Statistics
ownership of land and labour) where the latter are able to
control land-based production in such a way as to sustain
capital-labour wage relations. Such changes would suggest
that corporate farming is only likely to occur under
particular conditions and not an inevitable outcome of
deepening integration into the international economy.
The available data do not show any great upsurge in
the number of corporate farms, although there is evidence
suggestive of their growing presence. Table 15 shows
changes in type of ownership of all farms from 1972 to 1988.
Generally, individual ownerships have been dominant but
these are declining and partnerships are increasing.
However, private ownerships increased in 1988. Private
registered companies are low in number and declining at
present. However, Valuation Department data show a larger
proportion of partnerships and a slightly higher proportion
of companies among current sales (Table 16). There are no
significant changes since 1984, and again there is a slight
increase in individual ownerships in late 1987. Thus, the
trend is for a growing proportion of partnerships in the
( 31)
Table 16
Ownership Type in Current Farmland Sales
1981-1987
Public or
Individual Partnership Private Co. Other Total
No. % No. % No. % No. % No.
Dec. 1981 1,000 38 1,223 46 316 12 96 3 2,635
June 1982 803 39 933 45 247 12 59 3 2,058
Dec. 1982 624 36 834 49 175 10 81 4 1,716
June 1983 438 39 521 46 124 11 42 3 1,130
Dec. 1983 497 36 694 50 133 10 59 4 1,385
June 1984 522 33 789 50 195 12 70 5 1,579
Dec. 1984 451 30 765 51 203 14 78 5 1,498
June 1985 373 31 659 54 135 11 47 4 1,217
Dec. 1985 363 26 800 58 154 11 50 4 1,370
June 1986 266 30 479 54 93 10 43 5 882
·Dec. 1986 295 28 586 56 119 11 46 4 1,046
June 1987 326 26 746 59 164 13 32 2 1,269
Dec. 1987 447 30 795 54 178 12 58 4 1,479
Source: Valuation Department
farm structure of the future. However, it is likely that
partnerships are not organised differently from
individually-owned farms. In many cases, it is recognition
of the contribution that farm women make to the enterprise
that accounts for the increase in the number of
partnerships. In this sense the data show social changes
rather than financial changes.
Other Valuation Department data show the involvement
of businessmen in rural land purchases. Table 17 lists the
types of farmland buyer and shows that non-farming
businessmen account for about 17 percent on average of all
types of buyer. For December 1986 and June 1987 the
percentage was slightly higher at about 23 percent, but down
to 18 percent for December 1987. Perhaps businessmen buyers
were active prior to the stock market crash in October,
1987. For 1986 and 1987 new farmers were their usual 27 to
28 percent but by December 1987 there was an increase to
31.2 percent, one of the highest levels since 1981.
Purchases by existing farmers were low in 1986 and early
1987 and have increased by late 1987, but are still lower
than the level in 1985. Businessmen purchasers typically
will not be intending to farm the property personally.
Further analysis shows that there is a tendency for
horticultural and forestry farms to be purchased by
businessmen. The above data show that the main recent
changes are a slight increase in individual ownerships and
existing farmer purchases.
(32)
Table 17
Types of Fannland Buyer, 1981-1987
Govt. +/or Total Freehold
Existing Fanner New Fanner Businessman !.real Authority Other Open Market
No. % No. % No. % No. % No. % No.
Dec. 1981 1,451 61.4 650 27.5 468 19.8 18 0.7 48 2.1 2,635
June 1982 1,056 51.3 541 26.3 395 19.2 28 1.4 38 1.9 2,058
Dec. 1982 934 54.4 433 25.2 303 17.8 23 1.3 23 1.3 1,716
June 1983 561 49.6 340 30.1 192 17.0 17 1.5 20 1.8 1,130
Dec. 1983 715 51.6 377 27.2 248 17.9 25 1.8 20 1.4 1,385
June 1984 794 50.3 449 28.4 268 17.0 26 1.6 42 2.7 1,579
Dec. 1984 803 53.6 410 27.4 221 14.8 40 2.7 24 1.6 1,498
June 1985 599 49.2 383 31.5 190 15.6 23 1.9 22 1.8 1,217
Dec. 1985 676 49.3 413 30.1 234 17.1 20 1.5 27 2.0 1,370
June 1986 432 49.0 246 27.9 147 16.7 27 3.1 30 3.4 882
Dec. 1986 454 43.4 301 28.8 240 22.9 20 1.9 31 3.0 1,046
June 1987 582 45.9 354 27.9 395 23.2 14 1.1 24 1.9 1,269
Dec. 1987 691 46.7 461 31.2 268 18.1 22 1.5 37 2.5 1,479
Source: Valuation Department
Despite the small showing of corporate farms in the
statistics, there is some anecdotal evidence that corporate
farms are gaining a presence. For example, the New Zealand
Property Trust invests individual or institutional capital
in prime properties of all land use types, but typically
pastoral properties. The Trust aims to employ above-average
and managerially-talented farmers to conduct the business of
farming. There is clear separation of ownership of land
from ownership of stock and plant. Managers own stock and
have responsibility for running the farm on a profitable
basis. The Trust company director argues that the
rationalisation of capital has occurred throughout the
commercial spectrum so that manufacturers or retailers lease
assets and concentrate capital on the mainstream business
(McMillan, 1989). He sees the Property Trust as adapting in
the same way. Apple Fields Limited is another good example
of these principles being applied to large-scale apple
production and more recently to dairy farming. The company
seeks to obtain on-farm economies of scale (to about 40
hectares for an orchard) and also economies for financing,
market research and inputs. Another operator is Landcorp
which is promoting an equity-sharing scheme.
Another organisational response to economic pressures
on farms is a changing role for women. A recent pilot
survey for a nationwide study of rural women shows that some
women have left their traditional role as homemakers and
obtained paid work to augment falling incomes. Some men are
taking on caring roles in the home. Generally, off-farm
income is important for many farms. Further, women are now
(33)
recognised as farmers, able to
contributions to the farm business.
4.8 Summary
make significant
Rural services are no longer supplied as of right to
the rural community and a policy of equal costs regardless
of location no longer applies. Many government services
(mail, telephone, bank) are now organised on a user-pays
basis. Unemployment has been rising steadily and shows high
levels in rural areas. The jobless rate, which includes all
categories of unemployment, is significantly higher in rural
areas than in urban areas. Population change since 1986 is
variable with some rural areas having no change in number
and some showing a decrease in population. Rural areas do
have changes in the composition of the population.
The recent changes in rural society show only limited
impact on overall farm structure. Average farm size
continues to decline but the rate has slowed down a little
recently. The trend in the 1970s of land moving out of mid-
sized farms into both small and large farms has given over
to a single trend of land going into small farms up to 100
hectares. The presence of corporate farms is suggested by
anecdotal evidence but does not show up significantly in the
official statistics.

CHAPTER 5
CONCLUSION
Many changes have occurred in New Zealand society in
recent years. The rural community is not alone in having to
face rapid change, and many urban people now have to adjust
to high unemployment, the threat of industry closures,
overseas competition, continued policy developments,
deregulation, and decreasing government expenditures. Some
business people find the domestic economy unsuited to their
activities and they are moving production offshore or
investing capital overseas. Likewise, some New Zealanders
seek better employment opportunities overseas, particularly
in Australia. Many remain to face almost daily changes to
the way we have done things in the past. Reviewing the
extent of changes suggests that enforced adaptation is less
difficult than first imagined. It is clear that government
policy has an impact on all people in New Zealand.
Future changes in New Zealand as a whole involve
considerable adjustment, if not upheaval, on a number of
fronts for many sectors of society. Sub-national government
restructuring is at present underway but not yet completed.
Local governments are being reorganised so that decision-
making can be more autonomous. National elections next
year may usher in a National Party intent on "freeing up"
the labour market. Maori people are also making claims for
compensation for land they allege was illegally obtained by
the New Zealand government. All these factors suggest that
many changes have yet to occur in both urban and rurRl
society.
Any interpretation of the changes in rural society
-reflects the perspective of the interpreter. Above the
narrow view from some farmers that they are being victimised
is the view that at essence the situation is an adjustment
problem made all the more severe by the protracted period of
regulation and subsidisation from 1930 to 1984. Agreement
on this point however can soon lead to disagreement about
what is the best way to manage adjustment. To some
observers, the approach to date has been severe and largely
unplanned. In this view, Government has changed the rules
and let the market apply pressure to force needed
adjustment. To those people working in the area who see the
results of the pressures, this unplanned change is costly in
social terms and in some cases inefficient economically.
Others see that interventions entail inequities, so that
once assistance is provided it is likely that only some of
the needy receive assistance and the result is that the
beneficiaries are selected on an arbitrary basis. In this
view it is better in the long run to move to a less-
(35)
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regulated structure as quickly as
within-farming inequity, there
between sector inequity.
possible. In addition to
is the broader issue of
At the heart of the adjustment problem is the unique
quality of land as a factor of production in agriculture.
Land has both a use value (producing goods for sale) and an
exchange value (can be bought and sold on the land market) .
In primary production land has a special significance both
for production and to the producer which makes the
relationship between use value and exchange value
particularly important. The history of New Zealand primary
production shows a pattern of conflict between these two
aspects of land. When the use value and exchange value do
not match because of inflated land values (as in 1890, 1930
and 1984) there is blocked investment and ultimately changes
in the organisation of production and/or changes in
technology. The recent equity crisis is an example of this
sequential pattern and the present reduction in the exchange
value of land is accompanied by changes in both technology
and social organisation of production.
Looking to the future from this perspective suggests
that the realignment of values will bring primary production
to a new phase in which it is linked more closely to the
national and international economies. While corporate
farming may develop in selected areas family farming will
persist. However, it will contain the basis for future
farming for exchange values, despite the lessons learned by
the present generation of farmers-lessons learned by earlier
generations of farmers and then forgotten.
For the present we lack a complete understanding of
recent changes in rural society. The slow-moving adjustment
process is still awaiting its ultimate development. With
the impending sale of the Rural Bank we may lose access to a
source of data which can describe what is the outcome of
debt restructuring. And this development reflects the
official lack of interest in understanding our Rural
Society.
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